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Mazch 16, 2010
Supervisor John Avalos, Chair of the Budget and Finance Committee \

San Francisco City Hall

1 Cariton B. Goodlett Place /'/ &
San Francisco, California 94102 f 003 2 A

Office of the Mayor
City & County of San Francisco

ff?c

Dear Supervisor Avalos,

I request the release of $43,118,104 in reserved funds as shown in the following table:

Department Amount on Reserve
Public Health $9,997,549
Human Services Agency $7,018,640
Emergency Management $1,567,222

Fire $6,513,675
GSA - City Administrator $1,177,552
Police $11,946,917
Sheriff : $4.896,549
Total $43,118,104

These funds were placed on reserve by the Budget and Finance Comimittee in the FY 2009-10 Annual
Appropriation Otdinance pending the Consroller’s estimate of State and local revenue tmpact on the City
and County’s budget. I believe the conditions for the release of this reserve have been met during the past
several months.

The Controller’s Office released an estimate of the impacts of the State budget in September, 2009. The
Mayor’s Office subsequently presented to the Board of Supervisors a proposal for addressing the impacts
of State budget reductions. That proposal was approved by the Board of Supervisors. The Controller’s FY
2009-10 First Quarter Budget Status Report projected a year-end General Fund shortfall of $28.1 million.
In response, the Mayor’s Office proposed a Mid-Year Balancing Plan to address the shortfall and restore
the $25 million General Fund Resetve. The Boatrd of Supervisors approved an amended version of this
plan on February 3, 2010. The Controller subsequently issued his Six-Month Budget Status Report, which
projected a year-end General Fund balance of $29.6 million, indicating that the actions taken in response to
the First Quarter Report remain adequate to addtess the projected shortfall. The Six-Month Report
assumed the release of these reserved funds, which are necessary for these departments to continue

erffce through the end of the fiscal year.

est. Should you have any questions, please contact Greg Wagner,

Angela Calvillo, Clerk of the Board of Supervisots
Ben Rosenfield, Controller
Greg Wagner, Budget Director, Mayor’s Office

1 Dr. Carlton B. Goodlett Place, Room 200, San Francisco, Catiforniz 94102.4641
gavinnewsom@sfgov.arg « (4135} 554-6141



CITY AND COUNTY OF SAN FRANCISCO

BOARD OF SUPERVISORS
BUDGET AND LEGISLATIVE ANALYST

1390 Market Street, Suite 1025, San Francisco, CA 94102 (415) 554-7642
FAX (415) 252-0461

April 1,2010
TO: Budget and Finance Commiitee
FROM: Budget and Legislative Analyst

SUBJECT: April 7, 2010 Budget and Finance Committee Meeting
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BUDGET AND FINANCE COMMITTEE MEETING APRIL T, 2010

item 1 Department(s}):

File 10-0326 Department of Public Health, (DPH), Human Services Agency (HSA),
Department of Emergency Management (DEM), Fire Department (SFFD),
General Services Agency — City Administrator, Police Department (SFPD),
Sheriff Department (SFFD

EXEC UT!VE SUMMA RY

Legislative Objective

¢ Requested release of $43,118,104 of General Fund monies in seven departments placed on
reserve during the FY 2009-2010 budget deliberations.

Key Points

e During the FY 2009-2010 budget deliberations, the Board of Supervisors placed on reserve
$45,000,000 of General Fund monies for personnel costs which were appropriated in the FY
2009-2010 budgets of the City’s seven largest General Fund supported departments.  Of the
$45,000,000, $43,118,104 is being requested for release. -

o The $45,000,000 of General Fund monies was placed on reserve (a) because the level of local
and State revenues were uncertain due to the economic downturn, and (b) in order to ensure
that the Board of Supervisors FY 2009-2010 General Fund budget restorations, which totaled
$43,700,910, were fully expended.

Fiscal Impact

o Attachment I shows that six departments are projected to need all of their reserved funds, and
" in fact six would still have projected shortfalls in personnel expenditures even after the release
of the reserved funds. One department, the Department of Emergency Management (ECD), 1s
projected to need $1,050,868 of the $1,567,222 on reserve, resulting in an unneeded surplus of
$516,354.  Therefore, the projected needed amount to be released is $42,601,750
(843,118,104 less $516,354).

Policy Considerations

e The subject funds were placed on reserve in order to ensure that the Board of Supervisors FY
2009-2010 General Fund budget restorations were fully expended. Attachment II is an update
on the Board of Supervisors FY 2009-2010 budget restorations and includes a list of the
restorations by Department, the appropriated amounts, the expenditures as of March 5, 2010,
and year-end projected expenditures, as reported by departments.

e Attachment II indicates that, by the end of the fiscal year, departtﬁents report an intent to
encumber or expend 88.4 percent of restorations (General Fund and Non-General Fund) that
did not involve the elimination of contracting out proposals.

Recommendations

e Given that the Board of Supervisors placed the subject funds on reserve, in part, to ensure that
the Board’s FY 2009-2010 budget restorations were fully expended, and that these
restorations are the Board of Supervisors policy priorities, approval of the requested release of

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST



BUDGET AND FINANCE COMMITTEE MEETING APRIL 7,2010

reserved funds is a policy matter for the Budget and Finance Committee.

» Should the Budget and Finance Committee choose to approve the request for the release of the
subject reserved funds, the Budget Analyst recommends releasing $42,601,750 (343,118,104
on reserve less $516,354 not needed by the Department of Emergency Management).

On July 28, 2009, during the deliberations on the FY 2009-2010 budget, the Board of
Supervisors placed on reserve $45,000,000 of General Fund monies appropriated to the FY
2009-2010 budgets for personnel costs in the following seven City departments: Department of
Public Health (DPH), Human Services Agency (HSA), Fire Department, Police Department,
Sheriff’s Department, General Services Agency (GSA) - City Administrator and Emergency
Management Department (ECD).

The Board decided that (a) because the level of local and State revenues were uncertain due to
the economic downturn, and (b) in order to ensure that the Board of Supervisors FY 2009-2010
General Fund budget restorations!, which totaled $43,700,910, were fully expended, that the
$45,000,000 should be placed on reserve. ‘

Therefore, the amount placed on reserve by the Board of Supervisors was approximate in value
to the total value of the Board of Supervisors General Fund budget restorations for FY 2009-
2010. The $45,000,000 reserve was placed on the personnel (salary and fringe benefits) budgets
in the seven largest General Fund-supported departments. The amount of reserve, as calculated
by the Controller’s Office for each department, as shown in Table 1 below, was determined by
multiplying the desired reserve total of $45,000,000 by the percentage of the total General Fund
appropriations approved in FY 2009-2010 for each department. ' :

! Budget restorations, also known as “addbacks” are budgeted funds that are re-programmed by the Board of
Supervisors, and then reappropriated to reflect the Board of Supervisors policy priorities. The sources of funds for
budget restorations are budget reductions approved by the Board of Supervisors and other available monies
identified by the Controller during the annual budget review.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Table 1
General Fund Percent of Original Reserve Previously
Department Appropriation in FY  General Fund Amount Released Current Reserve
20609-2010 Support Reserve
Police $345,652,040 27% $11,946,917 $11,946,917
Public Health 343,699,948 26% 11,879,445 9,997,549
$1,881,896

Human Services 203,065,538 16% 7,018,640 7,018,640
Fire 188,455,742 14% 6,513,675 6,513,675
Sheriff 141,668,526 1% 4,896,549 4,896,549
Emergency Management 45,343,357 3% 1,567,222 1,567,222
GSA - City 34,069,328 3% 1,177,552 1,177,552

Administrator :
TOTAL § 1,301,954,479 100% $ 45,000,000 1,881,896 $43,118,104

As shown in Table 1 above, on December 8, 2009, the Board of Supervisors approved the release
and re-appropriation of $1,881,896 of DPH’s $11,879,446 on reserve in order to fund positions
in DPH for two months (Ordinance No. 254-09, File 09-1202), therefore resulting in a total of
$43,118,104 currently on reserve ($45,000,000 previously reserved less $1,881,896 previously
released).

DETAILS OF PROPOSED LEGISLATION -

The Mayor’s Office is now requesting the release of the entire remaining $43,118,104 in General
Fund monies on reserve in order to fund personnel costs in seven City departments: DPH, HSA,
Fire, Police, Sheriff, City Administrator, and ECD.

Mr. Greg Wagner, the Mayor’s Budget Director, states that the funds are now being requested
because these seven subject City departments have been incurring salary and fringe benefit
expenditures during FY 2009-2010 under the assumption that these General Fund reserved
monies would be released. Furthermore, Mr. Wagner advises that given that there is less than
three months remaining FY 2009-2010, there is a critical need for these General Fund monies to
now be released to pay the salary and fringe benefits of employees in each of these departments
for the remainder of the fiscal year.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST



BupGET AND FINANCE COMMITTEE MEETING APRIL7,2010

Attachment I, based on information provided by the Controller’s Office, summarizes the FY
2009-2010 General Fund-supported personnel budgets in the seven departments in which there
are subject reserved funds. Attachment I identifies for each of the seven City departments, (a)
the total FY 2009-2010 personnel appropriations, (b) actual personnel expendztures as of March
5, 2010, (c) projected personnel expenditures for remainder of fiscal year®, (d) remammg
available funds, (e) projected need after the reserves are released.

The Budget and Legislative Analyst notes that, as shown in Attachment I, six of the seven
departments are projected to need all of the reserved funds, and in fact these six departments
would still have projected shortfalls in personnel expenditures even after the release of the
reserved funds. Mr. Wagner states that the Controller’s Six Month Report includes more specific
information on any shortfalls, and discussion and plans for their remedies.

One of the seven departments, the Department of Emergency Management (ECD), is projected
to need $1,050,868 of the $1,567,222 on reserve, resulting in an unneeded surplus of $516,354.

Therefore, should the Budget and Finance Committee choose to approve the request for the
release of the requested reserved funds, the Budget and Legislative Analyst recommends
releasing $42,601,750 ($43,118,104 on reserve less $516,354 not needed by the Department of
Emergency Management).

However, as explained in Footnote No. 2 above, the Budget and Legislative Analyst notes that
the projections used in Attachment I should not be considered exact figures, but are estimates
being utilized primarily to calculate the potential need for the release of the requested reserved
funds.  Also, the Budget and Legislative Analyst notes that there might be some additional
salary savings that result from the Mayor’s layoffs that will take affect on May 10,2010.

Board of Supervisors FY 2009-2010 Budget Restorations

As noted above, at the July 21, 2009 Board of Supervisors meeting, during the deliberations on
the FY 2009-2010 budget, when the decision was made to reserve the subject $45,000,000
General Fund monies, the Board of Supervisors decided to place these General Fund monies on

? The year-end projection for personnel expenditures uses a straight-line projection based on the personnel
expenditures incurred through March 5, 2010, which represented 17.8 payperiods of 26.1 payperiods in FY 2009-
2010. The Budget Analyst notes that personnel costs can vary throughout the year, such that a straight-line
projection may not reflect exact or actual expenditures, but does provide an approximate total for the fiscal year.

SAN FRANCISCO BOARD OF SUPERVISORS . BUDGET AND LEGISLATIVE ANALYST
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reserve to ensure that the Board’s FY 2009-2010 General Fund budget restorations totaling
$43,700,910 were fully expended. : _

Attachment TI, compiled by the Budget and Legislative Analyst, and based on information
provided by the budget and finance staff of departments, is an update on the Board of
Supervisors FY 2009-2010 budget restorations. Attachment Il includes a list of the restorations,
the General Fund appropriated amounts, the expenditures as of March 5, 2010, and year-end
projected expenditures. As shown on page 4 of Attachment II, as of March 5, 2010, the
departments report having either encumbered or expended $20,832,410 of the $30,761,221, or
67.7 percent, in total restorations (General Fund and Non-General Fund) that did not involve the
elimination of contracting out proposals. Attachment II further indicates that departments report
an intent to encumber or expend $27,180,129 of the $30,761,221, or 88.4 percent, of these
~ restorations by the end of the fiscal year. :

In response to a Budget and Legislative Analyst’s inquiry regarding if the Mayor’s Office
provided any direction to departments regarding the expenditure of the Board of Supervisors FY
2009-2010 budget restorations, Mr. Wagner stated that the departments were directed to expend
all of their restorations. In response to a Budget and Legislative inquiry regarding if any Board
of Supervisors restorations were included in the Mayor’s Office mid-year budget reductions, Mr.
Wagner states that none were included.

'RECOMMENDATIONS -

1. Given that the Board of Supervisors placed $45,000,000 of General Fund monies on
reserve, in part, to ensure that the Board of Supervisors FY 2009-2010 General Fund
budget restorations totaling $43,700,910 were fully expended, approval of the request for
the release of reserved General Funds is a policy matter for the Budget and Finance
Committee.

2. Should the Budget and Finance Committee choose to approve the request for the release
of the subject reserved funds, the Budget Analyst recommends releasing $42,601,750
(543,118,104 on reserve less $516,354 not needed by the Department of Emergency
Management).

SAN FRANCISCO BOARD OF SUPERVISORS , BUDGET AND LEGISLATIVE ANALYST
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cc: Supervisor Avalos
Supervisor Mirkarimi
Supervisor Elsbernd
Supervisor Maxwell
Supervisor Campos
President Chiu
Supervisor Alioto-Pier
Supervisor Chu
Supervisor Daly
Supervisor Dufty
Supervisor Mar
Clerk of the Board
Cheryl Adams
Controller
Greg Wagner

SAN FRANCISCO BOARD OF SUPERVISORS

APRIL 7, 2010

Vs

Harvey M. Rose

BUDGET AND LEGISLATIVE ANALYST
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